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A new casino operator on Jeju island

» LTD hopes to capture a pent-up demand for gaming and travelling
> Business growth drivers: a ramp up in utilisation of its casino and hotel
» Aiming to improve profitability by increasing scale of IR operations

Background: Lotte Tour Development (LTD) is an integrated leisure-
service provider in Korea, offering tour packages, hotel accommodation,
and casino tables. By acquiring LT Entertainment (unlisted) in 2018, it
commenced its casino business on Jeju and began its hotel
accommodation service under the Grand Hyatt brand.

Highlights: LTD expects to see a solid recovery in domestic travel from
2Q21, while still facing difficulties in luring inbound travellers to the region
due to the 2-week self-quarantine regulation in Korea. With relatively high
occupancy rates (around 87% of available rooms), LTD targets to attract
more visitors to its resort and increase the operation scale of both its hotel
and casino. As Korea continued to relax social-distancing measures in
2Q21, we believe more local travellers will visit Jeju and likely increase
spending on luxury hotels and integrated resort (IR) offerings in 2H21. LTD
recorded hotel revenue of KRW10.9bn (+1,368% QoQ) in 1Q21: rooms
(53%) and F&B (47%). It plans to open an additional 850 rooms in Tower 2
once it sees greater demand for accommodation in 2H21 and 2022E.

The company opened the Dream Tower Casino at its hotel on 11 June,
consisting of casino tables (148), and slot machines and electronic table
games (ETGs, 261). Its casino competes with 7 other foreigner-only
casinos in Jeju, including the Landing Casino at Shinwha World and
Paradise Casino Jeju Grand. While LTD targets all type of gamers, it hopes
to attract more high rollers by offering 25 junket VIP tables (16% of total
casino tables). Although its main gamers come from other cities in Korea
currently, the operator expects solid visitor traffic from the Pan-Asia region
after the start of travel bubbles among Asian countries, especially from
Greater China, bolstered by improving accessibility for cruise liners,
enhanced IR attractions and a wider range of tour packages. In 2020, we
estimate that while foreigner-only casinos in Korea experienced a 51% YoY
decline in casino revenue, casinos on Jeju Island experienced a sharper
decline due to geographical reasons.

Prior to the pandemic, LTD targeted to generate casino revenue of
KRWO0.4-1.2tn per year with an EBITDA margin of 25-30%, based on full
utilisation of its casino floor. Although it should continue to record interest
expenses for total outstanding debts (KRW0.865tn, net debt-to-equity ratio
of 435.6% as of 1Q21) and additional depreciation cost for new facilities,
the company believes the ramp up of its casino and other IR facilities could
improve its business visibility and financials from 2H21 onward.

Valuation: LTD recorded an operating loss of KRW37.8bn and net loss of
KRW54.5bn in 1Q21. It currently trades at a 2020 PBR of 4.53x.
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Korea casino gaming: market opportunity (2010-20E)
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LTD: quarterly revenue mix (1Q19-1Q21)
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LTD: quarterly earnings trend (1Q19-1Q21)
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LTD: Jeju Dream Tower overview

Facility Detail
Hotel 1,600 suite-grade hotel rooms
Casino 148 tables, 261 Slot Machines & ETGs
- Junket/VIP 25 tables (16% of total tables)
Recreational 10 conference facilities, 14 F&B outlets
Land Area 23,300m? site area, of which 5,368m? for casino

Source: Company
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Korea casino gaming: competitive landscape in Jeju (KRWbn)

Casino Operator 2019 Revenue
Jeju Dream Tower Casino * LT Entertainment * 4.7
Gongzi Casino Gilsang Changhui 322
Paradise Casino Jeju Paradise (034230 KS) 404
Yalanwan Casino Chunghae 7.7
Royal Palace Casino Geonha 16.8
Jeju Sun Casino Golden & Luxury 8.2
Landing Casino Landing Entertainment 62.5
Mega Luck Casino Megaluck 17.9

Jeju Total 190.3

Source: Korea Casino Association, 2019 White Paper on Gambling Industry
Note: * Lotte Tour Development acquired a 100% stake in LT Entertainment in 2018.
LT Casino was renamed as Jeju Dream Tower Casino and opened in June 2021

LTD: interest-bearing debt composition (as of end-1Q21)
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Important Disclosures and Disclaimer

This publication is produced by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent expressly
provided herein. This publication and the contents hereof are intended for information purposes only, and may be subject to change without further notice. Any use, disclosure, distribution,
dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Group Inc. nor any of its
respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness of the information
contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any
of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the securities or investments
mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, opinion or advice expressed in
this publication may not necessarily reflect those of Daiwa Securities Group Inc., and/or its affiliates nor any of its respective directors, officers, servants and employees except where the publication
states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the securities mentioned, as it
does not take into account the specific investment objectives, financial situation and particular needs of any person.

Daiwa Securities Group Inc., its subsidiaries or affiliates, or its or their respective directors, officers and employees from time to time have trades as principals, or have positions in, or have other
interests in the securities of the company under research including market making activities, derivatives in respect of such securities or may have also performed investment banking and other
services for the issuer of such securities. Daiwa Securities Group Inc., its subsidiaries or affiliates do and seek to do business with the company(s) covered in this research report. Therefore,
investors should be aware that a conflict of interest may exist. The following are additional disclosures.

Ownership of Securities

For “Ownership of Securities” information, please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Investment Banking Relationship
For “Investment Banking Relationship”, please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Daiwa Securities Co. Ltd. and Daiwa Securities Group Inc.
Daiwa Securities Co. Ltd. is a subsidiary of Daiwa Securities Group Inc.

Investment Banking Relationship
Within the preceding 12 months, the subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings of the equities or relevant securities
of the following companies: Smoore International Holdings Limited (6969 HK), New Horizon Health Limited (6606 HK) and Bairong Inc. (6608 HK).

*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited (X F1& A5 155 873 R/AF), Daiwa Capital
Markets Singapore Limited, Daiwa Capital Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital Markets Korea
Co., Ltd.

Within the last 12 months, the subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has received compensation for investment banking services from Henderson Land Development
Company Limited (12 HK), Keppel Corporation Limited (KEP SP) and KT Corporation (030200 KS).

Hong Kong

This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (KA1 A5 A7 R 22 1) (“DHK”) which is regulated by the Hong Kong Securities and Futures
Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research.

Investment Banking Relationship

Within the preceding 12 months, Daiwa Capital Markets Hong Kong Limited has lead-managed public offerings and/or secondary offerings of the equities or relevant securities of the following
companies: Smoore International Holdings Limited (6969 HK), New Horizon Health Limited (6606 HK) and Bairong Inc. (6608 HK).

Relevant Relationship (DHK]

DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage.

Korea
The developing analyst of this research and analysis material hereby states and confirms that the contents of this material correctly reflect the analyst’s views and opinions and that the analyst
has not been placed under inappropriate pressure or interruption by an external party.

Name of Analyst : Thomas Y. Kwon / Minjoo Kang

Disclosure of Analysts’ Interests

If an analyst engaging in or a person who exercises influences on the preparation or publication of a Research Report containing recommendations for general investors to trade financial
investment instruments with regard to which the analyst or the influential person has personal interests and if the recommendations contained in the Report may have impacts on the personal
interests, Daiwa Securities Capital Markets Korea Co., Ltd.(“Daiwa Securities Korea”)shall ensure that the Analyst or the influential person notifies that he/she has personal interests with
regard to:

1.  The equity, the equity-linked bonds and the instruments with the subscription right to the equity issued by the legal entity covered in the Research Report (or the legal entity subject to the
investment recommendations);

2.  The stock option granted by the legal entity covered in the Research Report (or the legal entity subject to the investment recommendations); or

3. The equity futures, the equity options and the equity-linked warrants backed by the equity prescribed in the preceding Paragraph 1 as the underlying assets.

Legal Entities subject to Research Report Coverage Restrictions
Daiwa Securities Korea hereby states and confirms that Daiwa Securities Korea has no conflicts of interests with the legal entity covered in this Research Report:

1. Inthat Daiwa Securities Korea does NOT offer direct or indirect payment guarantee for the legal entity by means of, for instance, guarantee, endorsement, provision of collaterals or the
acquisition of debts;

2. Inthat Daiwa Securities Korea does NOT own one-hundredth (or 1/100) or more of the total number of outstanding equities issued by the legal entity;

3. Inthat The legal entity is NOT an affiliated company of Daiwa Securities Korea pursuant to Sub-paragraph 3, Article 2 of the Monopoly Regulation and Fair Trade Act of Korea;

4. Inthat, although Daiwa Securities Korea offers advisory services for the legal entity with regard to an M&A deal, the size of the M&A deal does NOT exceed five-hundredths (or 5/100) of
the total asset size or the total number of equities issued and outstanding of the legal entity;

5. Inthat, although Daiwa Securities Korea acted in the capacity of a Lead Underwriter for the initial public offering of the legal entity, more than one-year has passed since the IPO date;

6. Inthat Daiwa Securities Korea is NOT designated by the legal entity as the ‘tender offer agent’ pursuant to the Paragraph 2, Article 133 of the Financial Services and Capital Market
Act or the legal entity is NOT the issuer of the equity subject to the proposed tender offer; this requirement, however applies until the maturity of the tender offer period; or

7. Inthat Daiwa Securities Korea does NOT have significant or material interests with regard to the legal entity.

Disclosure of Prior Distribution to Third Party
This report has not been distributed to the third party in advance prior to public release.

The following explains the rating system in the report as compared to KOSPI, based on the beliefs of the author(s) of this report.

": the security could outperform the KOSPI by more than 15% over the next 12 months, unless otherwise stated.

: the security is expected to outperform the KOSPI by 5-15% over the next 12 months, unless otherwise stated.

"3": the security is expected to perform within 5% of the KOSPI (better or worse) over the next 12 months, unless otherwise stated.
"4": the security is expected to underperform the KOSPI by 5-15% over the next 12 months, unless otherwise stated.

"5": the security could underperform the KOSPI by more than 15% over the next 12 months, unless otherwise stated.

“Positive” means that the analyst expects the sector to outperform the KOSPI over the next 12 months, unless otherwise stated.
“Neutral” means that the analyst expects the sector to be in-line with the KOSPI over the next 12 months, unless otherwise stated.
“Negative” means that the analyst expects the sector to underperform the KOSPI over the next 12 months, unless otherwise stated.
Additional information may be available upon request.

Singapore

This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and institutional investors
as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to time. By virtue of distribution to these category of investors, Daiwa
Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of Daiwa Capital
Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of this research in Singapore may contact Daiwa Capital Markets Singapore Limited in respect of
any matter arising from or in connection with the research.
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Australia
This research is distributed in Australia by Daiwa Capital Markets Australia Limited and it may only be distributed in Australia to wholesale investors within the meaning of the Corporations Act.
Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking Limited in respect of any matter arising from or in connection with the research.

India

This research is distributed in India to Institutional Clients only by Daiwa Capital Markets India Private Limited (Daiwa India) which is an intermediary registered with Securities & Exchange Board
of India as a Stock Broker, Merchant Bank and Research Analyst. Daiwa India, its Research Analyst and their family members and its associates do not have any financial interest save as disclosed
or other undisclosed material conflict of interest in the securities or derivatives of any companies under coverage. Daiwa India and its associates, may have received compensation for any products
other than Investment Banking (as disclosed)or brokerage services from the subject company in this report or from any third party during the past 12 months. Daiwa India and its associates may
have debt holdings in the subject company. For information on ownership of equity, please visit BlueMatrix disclosure Link at

https://daiwa3.bluematrix.com/sellside/Disclosures.action.

There is no material disciplinary action against Daiwa India by any regulatory authority impacting equity research analysis activities as of the date of this report.

Associates of Daiwa India, registered with Indian regulators, include Daiwa Capital Markets Singapore Limited and Daiwa Portfolio Advisory (India) Private Limited and Associates of Daiwa India
having office in India but not registered with any Indian regulators include Daiwa Corporate Advisory India Private Limited.

Taiwan

This research is solely for reference and not intended to provide tailored investment recommendations. This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd. and it
may only be distributed in Taiwan to specific customers who have signed recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd. and non-customers including (i) professional
institutional investors, (i) TWSE or TPEX listed companies, upstream and downstream vendors, and specialists that offer or seek advice, and (jii) potential customers with an actual need for
business development in accordance with the Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers. Recipients of this research including non-
customer recipients of this research shall not provide it to others or engage in any activities in connection with this research which may involve conflicts of interests. Neither Daiwa-Cathay Capital
Markets Co., Ltd. nor its personnel who writes or reviews the research report has any conflict of interest in this research. Since Daiwa-Cathay Capital Markets Co., Ltd. does not operate brokerage
trading business in foreign markets, this research is prepared on a “without recommendation” to any foreign securities basis and Daiwa-Cathay Capital Markets Co., Ltd. does not accept
orders from customers to trade in such foreign securities. Recipients of this research shall carefully judge their own investment risk and take full responsibility for the results of any resulting
investments in the companies and/or sectors featured in this research. Without the prior written permission of Daiwa-Cathay Capital Markets Co., Ltd., recipients of this research are prohibited
from disclosing the research to the media, reprinting the research, or quoting from the research to other parties. Recipients of this research in Taiwan may contact Daiwa-Cathay Capital Markets
Co., Ltd. in respect of any matter arising from or in connection with the research.
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This research is distributed in the Philippines by DBP-Daiwa Capital Markets Philippines, Inc. which is regulated by the Philippines Securities and Exchange Commission and the Philippines Stock
Exchange, Inc. Recipients of this research in the Philippines may contact DBP-Daiwa Capital Markets Philippines, Inc. in respect of any matter arising from or in connection with the research. DBP-
Daiwa Capital Markets Philippines, Inc. recommends that investors independently assess, with a professional advisor, the specific financial risks as well as the legal, regulatory, tax, accounting,
and other consequences of a proposed transaction. DBP-Daiwa Capital Markets Philippines, Inc. may have positions or may be materially interested in the securities in any of the markets mentioned
in the publication or may have performed other services for the issuers of such securities.

For relevant securities and trading rules please visit SEC and PSE links at http://www.sec.gov.ph and http://www.pse.com.ph/ respectively.
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This research is distributed to only institutional investors in Thailand primarily by Thanachart Securities Public Company Limited (“TNS”).

This report is prepared by analysts who are employed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates. This report is provided to you for informational purposes only and it is not, and
is not to be construed as, an offer or an invitation to make an offer to sell or buy any securities. Neither TNS, Daiwa Securities Group Inc. nor any of their respective parent, holding, subsidiaries
or affiliates, nor any of their respective directors, officers, servants and employees accept any liability whatsoever for any direct or consequential loss arising from any use of this research or its
contents.

The information and opinions contained herein have been compiled or arrived at from sources believed to be reliable. However, TNS, Daiwa Securities Group Inc. nor any of their respective parent,
holding, subsidiaries or affiliates, nor any of their respective directors, officers, servants and employees make no representation or warranty, express or implied, as to their accuracy or completeness.
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This research report is produced by Daiwa Securities Co. Ltd. and/or its affiliates and is distributed in the European Union, Iceland, Liechtenstein, Norway and Switzerland. Daiwa Capital Markets
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This document is distributed in Germany by Daiwa Capital Markets Europe Limited, Niederlassung Frankfurt which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the
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The following explains the rating system in the report as compared to relevant local indices, unless otherwise stated, based on the beliefs of the author of the report.
"1": the security could outperform the local index by more than 15% over the next 12 months.

he security is expected to outperform the local index by 5-15% over the next 12 months.

he security is expected to perform within 5% of the local index (better or worse) over the next 12 months.

the security is expected to underperform the local index by 5-15% over the next 12 months.

the security could underperform the local index by more than 15% over the next 12 months.

Disclosure of investment ratings

Rating Percentage of total
Buy* 78.99%
Hold** 17.57%
Sell*** 3.44%

Source: Daiwa

Notes: data is for single-branded Daiwa research in Asia (ex Japan) and correct as of 31 March 2021.
* comprised of Daiwa’s Buy and Outperform ratings.

** comprised of Daiwa’s Hold ratings.

*** comprised of Daiwa’s Underperform and Sell ratings.

Additional information may be available upon request.

Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.)

If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the following

items.

« In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in the

purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.

In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.

« For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the amount
of the transaction will be in excess of the required collateral or margin requirements.

e There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices,

real estate prices, commaodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.

There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.

Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.

*The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content of

each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions regarding
the signing of the agreement with us.
Corporate Name: Daiwa Securities Co. Ltd.
Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108
Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan
Japan Securities Investment Advisers Association
Type Il Financial Instruments Firms Association



